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For IMMEDIATE Release Tuesday, May 10, 1938

SECURITIES AND EXCHANGE COMMISSION
Washington
ACCOUNTING SERIES
Release No. 5
The Securities and Exchange Commission today issued an additional release in its Accounting Series, dealing with "treatment of dividends on a
corporation's own capital stock held in sinking fund".

The opinion, prepared

by Carman G. Blough the Chief Accountant in response to an inquiry, follows:
"You have asked whether it is proper for a corporation to
treat as income dividends applicable to shares of its own stock
held in a sinking fund.
"In my opinion dividends on a corporation's own stock held
in its treasury or in sinking or other special funds should not
be included in income. The treatment of such dividends as income results in an inflated showing of earnings inasmuch as the
earnings from which dividends are paid have already been included
in income or surplus either during the current or prior accounting periods.
"When a corporation's own stock is held in a sinking or
other special fund, the requirements in respect of which are such
that earnings accruing to the securities held therein must be
added to the fund, dividends applicable to the corporation's own
stock so held should, nevertheless, not be treated as income.."
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